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Problems  Concerning  the  Accident  and 
Health  Insurance  Business. 


Gentlemen: 

I  have  taken  the  liberty  of  not  preparing  a  manuscript,  and 
1  hope  you  will  excuse  me  from  delivering  a  lecture  or  anything 
that  might  be  designated  as  an  address.  What  I  would  like  to 
do  would  be  to  point  out  to  you  as  well  as  I  may  some  of  the 
outstanding  features  of  personal  accident  and  health  insurance, 
as  they  arrive  to  my  own  mind,  realizing  as  I  very  clearly  do 
that  what  your  Chairman  has  said,  of  a  very  complimentary 
nature,  is  not  deserved— that  I  have  no  right  to  pose  as  distinctly 
an  expert  in  this  class  of  business,  although  I  think  I  may  fairly 

claim  to  be  a  student  of  it. 

In  looking  over  your  American  Institute  of  Insurance  sched- 
ule of  couises  and  lectures,  of  which  Institution  you  are  part, 
I  believe,  I  find  that  accident  and  healA  insurance  is  given  a 
good  deal  of  space,  and  that  a  fairly  comprehensive  course  is 
provided  covering  the  essentials  of  the  grand  divisions  of  the 
subject,  "niere  is  a  good  deal  of  Uterature  on  tJie  subject,  the 
bibliography  is  rather  extensive,  and  that  literature  deals  not 
only  with  the  general  aspects  of  accident  and  health  insurance, 
but  there  is  a  great  deal  of  so-called  literature— some  of  it  en- 
titled to  the  name  and  others  hardly  so— put  out  by  the  individ- 
ual companies,  primarily  of  an  advertising  nature,  but  also  of  a 
very  educational  and  informing  nature  as  to  a  great  deal  of  it. 

I  do  not  believe  it  is  necessary  to  take  your  time  to  go 
into  matters  that  are  liius  dealt  with.  In  a  short  address  of 
this  kind  that  would  probably  be  a  waste  of  time,  and  so  I  want, 
just  talking  along  in  a  conversational  way,  to  attempt  to  point 
out  some  of  what  mig^t  be  caUed  the  outstanding  problems,  or 
the  high  spots  in  the  subject 
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Accident  and  healtii  insurance  is,  in  my  humble  opinion, 

conducted  along  the  least  scientific  lines  of  any  branch  of  in- 
surance, although  it  is  one  of  the  largest  of  the  casualty  lines, 
and  its  bulk  and  its  age  would  seem  to  entitle  it  to  scientific, 
systematic  treatment,   lliere  is  probably  less  of  that  sort  of 
thing  in  the  conduct  of  it  even  than  there  is  in  plate  glass  in- 
surance, or  burglary  insurance — certainly  much  less  than  there  is 
in  boiler  insurance  or  surety  bonding  and  very  much  less  than 
there  is  in  life,  fire,  marine,  liability  and  compensation — all  of 
which  are  conducted  with  a  considerable  attempt  at  scientific 
precision,  and  some  of  them  with  absolute  precision.    I  think 
that  this  absence  of  scientific,  systematic  treatment  is  entirely 
due  to  tile  fact  that  there  has  been  and  is  up  to  &is  date  an  equal 
absence  of  concerted  action  among  the  companies  transacting 
this  class  of  business.   There  is  an  association  which  has  been 
in  existmce  for  a  great  many  years,  and  known  as  the  Inter- 
natkmal,  now  cmnbined  wilh  one  or  two  other  oi||anizati<»is, 
but  still  devoting  probably  the  major  portion  of  its  efforts  to 
accident  and  health  business.    But  in  all  of  the  years  of  the 
existence  of  that  body  it  has  never  been  able  to  bring  about 
concerted  action  on  the  part  of  tiie  companies  transacting  this 
class  of  business.    Indeed,  very  little  effort  of  that  sort  has 
been  made,  and  the  efforts  that  have  been  made — one  or  two 
oi  a  very  earnest  nature— have  been  utterly  atxMrtive.  The  last 
attempt  made  was  the  organization,  two  years  ago,  of  the  Bureau 
of  Accident  and  Health  Underwriting,  I  believe,  or  some  such 
name  as  that.   I  had  sometiiing  to  do  with  starting  it,  and  I 
ought  to  know  its  name,  but  after  two  years  of  existence  that 
body  has  accomplished  nothing  of  a  definite  or  specific  or  prac- 
tical nature,  so  far  as  I  know.    It  was  organized  with  the  idea 
that  the  great  lack  in  the  business  is  statistical  data,  dependable 
and  soffidentiy  ccMnprehoisive,  both  as  to  period  of  time  covered, 
area  of  territory  covered,  number  of  companies  contributing,  etc., 
to  give  some  sort  of  normal  operation  of  the  law  of  average. 
Those  statistics,  to  some  extent,  have  htta  gathered, — one  very 
fragmentary  report  has  been  made  as  the  outgrowtii  of  thetn,  and 
that  is  all. 

And  so,  we  find  today  the  status  of  this  business  so  far 
as  the  general  omduct  of  it  is  concerned,  is  that  it  lacks  any 
sort  of  scientific  handling,  and  that  it  lacks  any  sort  of  axicerted 
action. 
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Now,  that  is  true  of  every  phase  of  the  business,  notwith- 
standing that  it  has  now  been  transacted  for  a  matter  of  50  years 
or  more  in  this  country.   The  policy  forms  are  heterogeneous. 

The  only  attempts  at  uniformity  have  been  brought  about  by 
l^islative  action  and  under  compulsion,  and  not  by  any  sort 

of  voluntary  action. 

The  rates  are  said  to  be  stable,  but  the  rate,  of  course,  as 
to  stabiUty,  depends  also  upon  the  stability  and  uniformity  of 
the  business  generally,  and  we  find  that  the  same  rate  is  charged 
for  a  very  great  variety  of  coverage,  so  that  even  rates  can 
scarcely  be  said  to  be  standardized.  The  Standard  Manual, 
which  comes  nearest  to  general  uniformity,  is  not  in  use  by  all 
of  the  companies,  and  some  of  the  more  important  companies 
depart  in  material  ways  from  that  Manual. 

In  the  matter  of  commissions,  there  is  a  wide  range,  and 
in  some  instances  it  is  charged,  and  doubtless  with  truth,  that 
veiy  excessive  rates  of  commission  are  paid  for  this  class  of 
business— doubtless  because  tiie  companies  feel  that  in  those 
particular  instances  the  quality  of  the  business  justifies  it  I 
have  no  criticism  at  this  time  to  make  of  that  proposal.  I  am 
merely  trying  to  recite  the  facts  as  a  background  for  what  I  shall 

say  afterwards.  ' 

Even  the  adjustment  of  claims  presents  to  us  the  greatest 
variety  of  treatment.    A  great  deal  of  flexibility  is  practiced 

 a  great  deal  of  expedienqr— a  great  deal  of  concession  in  some 

instances,  and  in  others  a  rigidity  and  insistmce  upon  the  letter 
of  the  law— so  that  between  these  two  extremes  there  are  some- 
times what  might,  perhaps,  be  called  gross  injustices  either  to 
the  company  or  to  the  daimant  Sometimes  in  the  settlement  of 
claims,  where  several  cwnpanies  are  on  the  same  risk,  there 
have  been  unfair  advantages  taken,  as  some  of  the  parties  at 
interest  would  say,  out  of  a  desire  to  curry  favor  either  with  the 
agent  or  witii  the  assured,  or  with  some  other  interest;  so  that 
even  in  that  matter,  where  one  would  say  that  there  ought  not 
to  be  much,  if  any,  divergence,  there  is  considerable. 

The  wh<de  situation  as  to  tiie  transaction  of  accident  and 
health  business,  considermg  how  extensive  it  is  m  area  and  how 
substantial  it  is  in  volume,  is  staggering.  It  is  perplexing;  m 
its  chaos,  and  in  the  utter  absence  apparently  of  any  disposition 
to  transact  the  business  along  those  sound  lines  which  characterize 
more  and  more  distincfly  tiie  oAer  classes  of  insmanoe. 
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The  explanation,  perhaps,  of  all  this  is  that  in  the  beginnii^ 

the  business  certainly  paid  a  profit,  and  one  might  well  say  a 
handsome  profit.   There  can  be  no  question  of  the  fact  that  for 
a  number  of  years  the  ccmipames  transacting  this  class  of  business 
had  a  certain,  a  constant,  and  a  very  satisfactory  margin  of  {Mrofit 
on  the  business,  and  the  business  went  along  with  a  moderate 
degree  of  growth.    Then,  about  perhaps  12  or  15  years  ago 
there  got  into  the  business  that  ^irit  which,  is  said  to  have 
characterized  ike  Athenians,  as  it  is  reoord&l  in  the  Book  of 
the  Acts — "that  the  Athenians  spent  all  their  time  either  telling 
or  hearing  something  new."    The  personal  accident  business 
about  12  or  15  years  ago  seemed  to  get  into  that  state  where 
ccmipany  after  company,  exercising  their  unquestionable  right, 
injected  into  the  business  features  intended  to  make  the  business 
more  attractive  to  the  public    These  features  took  the  form 
of  extended  coverage,  and  it  did  not  take  very  long  for  that 
idea  to  spread  among  all  the  c(»npanies,  so  tiiat  even  the  most 
stable,  steady  going,  pioneer  companies,  which  had  built  up  the 
bu^ess,  took  on  this  new  color,  and  from  that  time  up  to  the 
presoit  I  think  I  may  say  trul&f  ully,  there  has  been  a  successicm, 
year  after  year,  and  almost  nKMitii  after  month,  of  attwnpts  to 
.  popularize  the  business  by  the  extension  of  the  policy  coverage, 
as  to  the  amount  of  indemnity,  as  to  the  causes  that  lead  to  pay- 
mait  and  as  to  a  great  many  features,  which,  as  you  all  know» 
have  come  to  be  called  by  the  rather  appropriate  name,  I  think, 
of  "frills."    Now,  there  was  a  certain  degree  of  sense  in  that. 
The  frills  have  been  condemned  out  of  hand  by  a  great  many 
people  as  utterly  bad,  and  I  suppose  I  have  done  my  share  of 
that  sort  of  criticising.    And  yet,  as  I  look  through  the  whde 
field,  I  do  not  think  that  that  is  altogether  a  correct  position  to 
take.    There  has  been  in  the  injection  of  these  new  features 
stMnething  of  very  definite  value  to  the  business.  Like  a  great 
many  other  such  things,  it  has  run  mad  in  some  instances,  but 
back  of  it  all  was  the  conviction  that  as  the  business  was  origi- 
nally transacted  it  was  not  due  for  any  large  amount  of  growth, 
and  that  it  was  necessary  ^at  the  bu^ness  should  be  made 
broader,  more  attractive,  more  appealing;  and  tJiat  method  so 
far  as  it  is  regulated  properly  and  wisely  expressed,  I  believe 
catrnot  be  dudlenged.  I  think  that  is  a  good  thing  in  any  class 
of  business— to  be  progressive  in  that  way. 

Along  with  all  this  popular  development  appears  to  have  been 


7 


the  rule  of  thumb,  taking  the  place  of  anything  like  scientific 
statistical  underwriting,— namely,  that  if  you  got  volume  enough 
the  volume  would  take  care  somehow  or  other  of  the  loss,  no 
matter  what  the  amount  might  be.  It  reminds  one  of  the  stoij 
of  the  man  who  said  he  lost  $10  on  every  overcoat  he^  sold, 
but  made  money  because  he  sold  so  many  of  them.  That  is  not 
exactly  true  of  tMs  business.   There  is  a  certain  element  m  the 
increasing  of  volume  of  personal  accident  and  health  insurance 
which  gives  a  good  foundation  to  the  doctrine  that  if  you  itt- 
crease  your  volume  year  by  year  that  increase  will,  in  a  sense 
and  in  a  measure,  take  care  of  what  would  appear  to  be  other- 
wise an  unfavorabk  k)ss  ratk>;  and  this  is  the  reason  as  I  see  it:— 
If  the  business  is  pushed  as  these  so-called  frills  h«re  broug^Jt 
about,  you  do  get  in  every  year  a  large  number  of  fresh  risks ; 
risks  on  which,  in  the  case  of  accumulations,  no  accumulations 
would  take  place  for  tiie  first  year  at  least— perhaps  for  the  first 
and  second  year;  risks  that  are  physically  number  one,  because 
they  are  young  men,  or  middle  aged  men ;  and  so,  for  various 
reasons,  the  inclusbn  and  the  infusion  of  a  large  amount  of  new 
business  and  a  large  consequent  increase  of  premiums  year  by 
year  does  tone  up  and  take  care  of  what  would  otherwise  app«ur 
to  be  an  unfavorable  loss  ratio.   True  also  it  is  that  some  of  t*ic 
old  risks,  a  considwable  portion  of  them,  die  off  or  lapse ;  so 
that  the  volume  idea-the  doctrine  that  in  a  larger  and  mcreasmg 
■  volume  lies  the  cure  of  a  larger  and  increasing  loss  ratio-»s 
not  altogether  a  fallacy.   Of  course,  it  can  be  readily  seen  tiiat 
Aat  can  be  carried,  like  a  great  many  other  things  that  have 
afflicted  this  business,  to  the  extent  where  it  wiU  be  a  faUure 
and  will  be  a  curse  to  the  business. 

These  things  that  I  am  trying  to  make  clear,  illustrate  the 
diaotic,  the  unsystematized,  unstandardized,  unscientific  lack  of 
method  that  prevailed  and  still  prevails  in  the  transaction  of  this 
business.  It  is  a  sort  of  rule  of  thumb  business  so  far. 

In  1916  there  was  a  v.ery  large  increase  in  the  volume  of 
^  business,  so  far  as  I  am  able  to  learn.  All  of  the  companies 
whose  figures  I  have  happened  to  seMiot  very  many,  it  is  true 
-^have  increased  materially  and  they  are  probaMy  very  fairiy 
typical  of  the  entire  business  of  the  country.  Now,  that,  of 
course,  automatically  brings  down  the  loss  ratio  for  that  year, 
and  it  will  probably  appear  Aat  tiie  loss  ratios  of  aU  the  com- 
panies for  1916  are  materially  less  than  they  have  been  for  Hie 
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three,  four  or  five  years  preceding  this.  We  know,  as  insurance 
men,  that  that  is  misleading — that  that  large  increase  of  business 
has  not  yet  actually  produced  much  of  its  own  ultimate  losses, 
and  it  renuuns  to  be  seen  wfaedier  that  apparent  reduction  in  the 
loss  ratio  is  going  to  be  an  ultimate  and  permanent  reduction. 

Another  very  interesting  thing  about  loss  ratios :  So  far  as 
I  have  been  able  to  learn,  that  proporticm  of  the  loss  ratio 
Vfhioh  is  due  to  fatalities  and  principal  sum  payments  for  dis- 
memberments— what  we  call  the  major  claims — is  very  much 
larger  now  than  it  was  a  few  years  ago.  I  find  that  in  my 
own  company,  until  within  the  past  three  or  four  years  about 
of  our  losses  under  personal  accident  and  health  policies 
and  disability  policies,  were  due  to  these  major  occurrences,  and 
about  66%%  to  weekly  indemnities.  Now  we  find  that  within 
the  past  three  or  four  years  the  fatality  cases  and  ^  dismanber* 
motts— the  major  laims— are  aboat  45%  of  the  total  loss  ratio 
and  the  weekly  indemnities  about  55%  ;  but,  that  has  not  been  pro- 
duced by  a  diminution  of  the  weekly  indemnities.  It  has  been 
produced  by  an  increase  of  the  f  ataUties.  In  other  wwds,  we  have 
paid  out  as  large  a  percentage  of  the  premram  for  weekly  indem^** 
nities  as  we  use  to  pay,  but  we  have  also  paid  out  a  much  larger 
percentage  of  the  premium  in  major  claims,  so  that  those  two  per- 
centages of  the  premium  added  together  make  a  much  larger 
loss  ratio  Uian  formerly,  though  the  percentage  of  the  loss  ratio 
due  to  weekly  indemnities  is  less,  and  the  percentage  of  loss 
ratio  due  to  major  claims  is  more. 

That  is  interesting,  and  that  is  one  of  what  might  be  called 
flie  proUems  of  the  business,  and  it  arises,  undoubtedly,  from 
three  principal  sources: — First  of  all,  the  accuumulation,  or,  as 
it  has  now  developed,  the  larger  principal  sum.  In  every  risk 
as  most  of  us  know,  for  a  dozen  years  or  more  past,  the  princi- 
pal sum  at  original  issue  was  increased  by  annual  accumulations. 
Now  the  policy  has  been  made  to  conform  to  the  ultimate  principal 
sum  which  the  assured  used  to  be  entitled  to  under  the  acctimu* 
latk>n  featare,  so  that  we  are  now  selling, — z  great  many  of  us — 
a  $7,500  policy  for  the  same  premium  we  used  to  get  for  a  $5,000 
policy.   Naturally,  that  increases  the  major  payments  at  once. 

The  next  principal  cause  for  this  increase  is  the  autcMtnobile 
The  automobile  is  more  than  a  twanged  sword,  as  far  as  acci- 
dent insurance  is  concerned ;  it  is  a  three-edged  sword.  I  never 
saw  a  three-edged  sword,  but  I  don't  know  how  to  characterize 


9 


it  other  than  that,  because  the  automobile  brings  you  claims  as 
to  the  rider  in  the  machine^  as  to  riders  in  other  madiims,  and 

as  to  pedestrians.  It  hits  three  ways,  and  when  an  automobile 
hits  it  usually  hits  to  a  purpose  and  to  some  effect. 

The  third  principal  cause  is  the  extensicn  of  the  double 
indemnity,  covering  quite  a  wider  range  than  tl»  old  original 
^xible  indemnity  travel  coverage,  which  we  were  all  familiar 
with  in  the  earlier  days  of  the  business. 

Now,  all  three  of  those  causes  have  piled  up  the  ckums 
for  major  injuries,  and  of  course  they  ha^  not  produced  any 
diminution  in  claims  for  weekly  indemnities,  so  the  result  is 
that  we  have  a  larger  loss  ratio  and  a  much  larger  proportion  due 
to  the  major  claims.  And  it  looks  to  me  as  though  those  causes 
are  constant  The  autcmiolHle  is  hare  to  stay.  It  is  increasing, 
as  we  know,  at  what  might  be  called  a  fabulous  extent — ^the  use 
of  it — and  it  is  still  in  the  hands  to  a  very  large  extent  of  in- 
experienced drivers.  It  is  doing  the  work  of  adding  to  personal 
accident  claims  in  a  very  much  larger  meastue  tfian  the  tr<^- 
ley  car  used  to  do  when  it  first  was  introduced,  the  difference 
being  that  the  automobile  is  much  more  ntunerous  and  goes  over 
all  the  rpads  and  is  in  the  hands  of  a  great  deal  less  experienced 
class  of  people,  and  &erefore  r^ults  in  a  great  many  more 
casualties. 

The  accumulations,  or  the  larger  original  principal  sum 
benefits,  seem  to  have  come  to  stay,  and  the  increased  coverage 
under  tiie  double  indemnity  clause  also  seems  to  have  come  to 
stay.  There  does  not  appear  to  be  any  reason  to  anticipate  that 
these  causes  may  disappear,  or  even  diminish. 

And  so,  I  think,  we  have  got  to  face  as  one  of  our  problems, 
this  question — is  it  going  to  be  possiMe  to  carry  perscHial  accident 
insurance  with  a  loss  ratio  which  may  perhaps  reach  up  to  60%, 
or  is  it  going  to  be  possible  to  get  that  loss  ratio  back  to  the 
eld  45%  that  we  used  to  talk  about,  by  continuing  to  develop  the. 
tmsiness  al<mg  the  lines  of  new  risks  to  a  very  large  degree,  and, 
by  some  process  or  other,  weeding  out  annually  at  the  bottom  the 
less  desirable  risks?  If  the  latter  can  be  done  at  all  it  probably 
will  nevo*  be  susceptible  of  co-operative  actkm-4t  is  purely  a 
matter  for  the  company  individually  to  control — but  if  that  can  be 
done,  the  company  that  succeeds  in  doing  it  will  probably  solve 
the  problem  of  doing  the  personal  accident  business  on  a  profitable 
basis. 
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Th-e  causes  of  personal  accidents — accidents  to  the  individual, 
—ftitght  pei^ps  be  divided  into  four  general  classes,  in  the 
rough : — First,  those  that  occur  m  our  daily  life  as  distinguished 
from  our  occupations  or  employment.  Seowid,  those  that  relate 
to  recreation,  as  distinguished  from  travel,  especially  in  vacation 
time.  Third,  those  that  relate  to  travel  itself.  And  fourth,  those 
that  relate  to  our  Hvdihood  or  occu{>ation  or  emf^oyment 

All  accidents  will  probably  fall  into  one  of  those  four  classes. 
In  making  the  Manual,  the  differentiation  between  the  various 
graad  divi^kms  sudi  as  luuardous,  extra  hazardous,  preferred, 
etc.,  is  principally  along  the  Imes  of  livdihood,  although  I  think 
hardly  any  underwriter  company  will  challenge  the  statement  that 
accidents  of  that  kind  do  not  bear  an  important  relationship  to 
the  loss  ratio  anumg  the  classes  of  people  who  have  been  in  the 
habit  of  insurii^.  If  we  had  built  up  our  business  among  me- 
chanics or  people  whose  occupations  involved  material  hazards  to 
life  and  limb,  that  statement  would  probably  not  be  true;  but  our 
business  has  been  built  up  largely  among  other  classes.  And 
among  the  classes  of  men  who  support  this  business  by  the  pay- 
ment of  their  premiums  the  occupation  hazard  furnishes  relatively 
a  small  part  of  the  bulk  of  claims  that  go  into  the  making  of  the 
total  loss  ratio.  The  other  three  classes  make  up  the  claims  to 
decidedly  the  greatest  extent,  and  the  "daily  life"  bears  possibly 
the  largest  proportion,  including  in  that  the  automobile  hazard, 
because  that  is  not  a  travel  hazard  and,  in  the  sense  in  which  I 
Ihhik  of  it,  it  is  not  a  recreation  hazard.  Most  of  the  automobile 
accidents  occur,  whether  during  the  day  or  durmg  the  ni^t,  in 
either  the  ordinary  business  journeys  that  the  car  makes,  or  in  a 
f^l^ure  ride  in  the  evening,  but  neither  of  those  could  be  called 
other  than  the  daily  life  of  the  assured  or  of  tiie  person  who 
may  be  injured  by  the  car.  They  are  not  travel  accidents,  nor 
recreation  accidents,  in  the  sense  in  which  we  use  the  words 
"i«creati<m"  and  "travel"  in  speaking  of  this  class  of  business. 

The  lines  of  development  of  this  business,  as  I  have  just 
mentioned  in  passing,  have  practically  ignored  the  class»  of  men 
who  most  need  this  sort  of  protection.  The  doctrine  of  large 
volume  and  the  development  of  big  premiums,  upon  the  theory 
that  the  volume  will  take  care  of  the  increasing  loss  ratio,  has 
inevitably  led  solicitors  of  this  class  of  business  to  approach  the 
men  who  can  pay  the  large  premium,  who  can  carry  the  large 
policy,  whose  eammg  capacity  entitles  them  to  a  large  policy  and 
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whose  income  permits  them  to  pay  the  premium  commensurate 
tiierewith.  The  business  has,  therefore,  been  diverted  from  the 
class  of  people  who,  looking  at  the  question  from  the  social,  the 
humanitarian  or  the  econcmuc  sense, — ^tn  the  sense  of  public 
economics — most  need  this  protection,  i.  e.,  the  ordinary  wage 
earner — the  lawyer  of  the  moderate  income — ^the  physician  of 
moderate  mcome — the  average  clerk — the  man  who  msdces  say 
frwn  $1,200  up  to  $3,000.  (Merdy  to  roughly  illustrate  tiie 
point.)  That  class  of  men  is  the  class  that  ought  to  have  personal 
accident  and  healtii  protection,  because  that  class  of  men  need 
the  inccxne  whidi  the  poU<7  brings  to  tihem  in  time  of  stress. 
Many  of  that  class  of  men  find  that  their  incomes  cease  when  the 
accident  disables  them.  They  have  little,  if  anything,  laid  by, 
and  therefore  the  personal  accident  and  health  policy  to  a  man 
of  that  kind  is  not  only  a  good  thing  to  sdl  from  tiie  caaxpmy's 
point  of  view,  but,  if  we  regard  our  business  in  any  sense  as  a 
public  utility,  then  that  is  the  class  of  men  who  ought  to  have  been 
cultivated.  But  one  of  the  problems,  or  inconsistencies  I  think  is 
a  good  word  for  it,  is  tiiat  ^t  dass  of  men  is  mudi  ejected 
and  our  large  income  proceeds  from  men  who  economically  do 
not  really  need  this  protection — ^men  to  whom  a  personal  accident 
pfMcy  is  more  or  less  of  a  luxury  and  who  can  afford  luxuries. 

As  to  that  future  of  the  busine^,  the  States  have  to  an 
extent  come  in,  and  by  the  enactment  of  Workmen's  Compensa- 
tion laws,  they  have,  to  my  mind,  as  I  have  studied  this  business 
— starUiii^ly  broii^ht  us  face  to  face  with  our  shortOMiiings*  The 
State  has  said,  ah  accident  which  disables  a  wage  »mer  is  some* 
thing  that  ought  to  be  taken  care  of,  and  we  propose  that  it  shall 
be  taken  care  of,  and  the  State  has  gone  so  far  as  to  say  to 
the  exofioyer  "You  must  tske  care  of  this  acdklent  so  far  as  &e 
operation  of  your  industry  is  responsible  for  it'*  The  State  is 
going  further,  apparently,  and  by  the  recent  introduction  of  pro- 
posals for  State  controlled  and  State  supported  health  insurance 
iht  indications  are  that  this  whole  propodticm  which  we  have  so 
largely  neglected — the  care  of  the  man  of  the  moderate  income  at 
the  time  when  his  earning  capacity  is  diminished  or  ceases,  in 
order  that  he  may  not  become  a  burden  on  the  community — ^may 
be  assumed  by  a  Sts^  managed  fund.  And,  tiiat  which  we  might 
to  have  been  developing  and  furthering  we  may  lose  by  our  own 
neglect. 

It  is  a  curious  idosyncrasy  of  human  nature  that  the  insur* 
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ance  business,  which  is  so  distinctly  a  necessity  of  the  human 
race,  is  the  business  which  has  to  be  constantly  and  persistency 
pressed  upon  the  attention  of  men,  and  is  not  often  sought 
VC^untarily  except  by  undesirable  risks. 

We  have  failed  in  the  accident  and  health  business  to  realize 
that  a  part  of  our  duty  to  the  arerage  wage  earner  is  to  intro* 
duce  Wm  to  Ae  necessity  for  protecting  himself  against  1*ic  loss 
of  his  earning  capacity,  through  accident,  and  the  State  has 
finally  come  in  and  by  the  enactment  of  Workmen's  Compensation 
laws  and  by  threat  of  the  enactment  of  State  contmiled  health 
insurance  laws,  is,  I  hope,  opening  our  eyes  to  this  most  serious 
and  vital  oversight  on  our  part.  I  do  not  think  it  is  too  late, 
but  it  is  a  pity  that  in  our  attenticm  to  this  business  we  have  per- 
mitted oursehres  to  be  led,  as  I  vaiture  to  say  along  the  road 
where  there  was  the  least  need  and  to  leave  behind  us  and  away 
from  us  the  road  where  we  were  most  needed. 

You  will  observe,  of  course,  that  I  am  discussing  from 
tile  pdnt  of  view  of  insurance  as  a  public  utility.  If  we  r^pstrd  it 
simply  and  solely  as  a  commercial  and  money-making  proposition, 
perhaps  we  have  not  been  so  far  wrong;  although  I  do  not  think 
it  can  be  questioned  successfully  that  if  we  had  cultivated  this 
otiier  field  we  would  Imve  found  that  it  would  have  been  fully 
as  profitable,  but  we  would  have  had  to  get  at  it  by  different 
methods  and  in  very  different  ways.  "But  this  tiling  ought  ye 
to  have  done  and  not  necessarily  have  left  t^e  other  undone/' 

The  objections  to  any  form  of  State  insurance  have  been 
brought  to  your  notice  by  Mr.  Lott  in  a  most  effective  way, 
and  by  others,  and  I  do  not  propose  to  go  into  that  except  just  to 
remmd  you  tiiat,  as  these  dbjections  to  State  insurance  are  so 
serious  and  so  unquestionaUe,  even  on  academic  grounds— dis- 
cussing merely  the  pure  theories  of  the  subject — and  as  they  are 
so  distinctly  threatening  to  us,  from  the  selfish  point  of  view,  it 
behooves  us  in  this  business  to  see  to  it  that  if  we  have  by  any 
n^lect  made  a  wide  open  field  for  the  advocates  of  State  in- 
surance to  enter  in  and  occupy,  it  is  about  time  that  we  were 
waking  up  and  developing  this  business  along  lines  where  there 
will  be  no  necessity  for  any  such  invasion  on  Ae  part  of  the 
State. 

There  can  be  no  question  as  to  the  necessity  for  accident  in- 
surance. There  can  be  no  questicn  of  its  value.  It  would  be  tire- 
some and  a  waste  of  time  for  me  to  attempt  to  prove  wiiat  is  so 


obvious.  There  can  be  no  question,  Aerefore,  of  the  permanence 
of  this  class  of  business.    Somebody  is  going  to  transact  it 
It  does  not  make  any  difference  how  high  our  loss  ratios  are 
or  how  high  our  expense  ratios  are.  Those  things  are  not  going 
to  put  a  stop  to  the  transaction  of  personal  accident  and  health 
insurance.   They  will  put  a  stop  to  it  by  some  companies,  per- 
haps, and  if  we  all  persist  in  some  of  the  things  we  have  been 
doing  tii^  wiU  put  a  stop  to  the  transaction  of  the  business  by 
all  such  insurance  companies,  but  they  won't  put  a  stop  to  the 
business.  Anything  that  is  such  a  necessity  to  the  human  race  as 
protection  against  financial  loss  that  may  result  to  millions  of 
people  the  minute  they  become  disabled  in  their  earning  ability, 
that  thing  must  be  provided,  and  if  the  men  who  have  been  in 
this  business  for  years— whose  livelihood  depends  upon  it— have 
not  the  wisdom  and  the  sense  to  retain  this  necessary,  valuable, 
and  permanent  dass  of  business  for  themselves  by  handling  it 
along  wise,  businesslike,  public  spirited  lines,  then  their  house 
will  be  taken  away  from  them  and  another  will  occiq>y  in  tiietr 
stead,  and  that  other  will  be  the  State. 

The  answer  to  all  of  tiie  problems  of  this  business  must  be 
found  by  you  gentlemen  and  by  the  rest  of  us  who  are  engaged  in 
it.  Most  of  you  are  young  men,  a  good  deal  younger  than  I  am, 
and  some  of  you,  a  few  years  from  now,  will  be  fiffing  the 
positions  that  we  who  are  chief  executives  are  now  filling. 
These  problems  are  for  us  all  to  solve,  and  our  chief  problem  is 
to  develop  that  kind  of  success  in  transacting  this  dass  of  business 
which  will  bring  to  us  the  confidence,  not  only  of  the  pdicy-holder 
who  is  now  sought,  but  the  confidence  of  the  great  masses  of  the 
wage  earners  of  the  country  who  are  now  almost  neglected.  We 
have  a  large  proportion  among  our  patr<»is  of  the  weadtfaier  men 
--4nen  who  can  pay  the  lug  premiums ;  but  we  must  answer  this 
proUem  as  to  tiie  other  class.  I  think  that  is  the  greatest  problem 
in  the  business  today,  and  up  to  this  time,  so  far  as  I  have  dis- 
covered, hardly  an  attempt  has  been  made  to  solve  that  particular 
phase  of  the  problem  of  aoddent  insurance  in  a  practical 
tiiorough-going  fashion. 

Not  long  ago  in  my  reading  I  came  across  this  striking 
phrase— "Success  is  the  science  of  being  believed  in."  Success 
is  not  tiie  good  luck  of  bang  believed  in— nor  tiie  good  fortune  of 
being  believed  in ;  it  is  not  the  gamble  of  being  believed  in ;  it  is 
the  SCIENCE  of  being  believed  in.  The  counterfeiter  and  the  am- 
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fidoice  men  have,  to  an  extent,  mastered  that  science.  As  long  as 

the  counterfeit  bill  is  believed  in  it  has  the  same  purchasing  power 
as  a  good  bill.  As  long  as  the  confidence  man  can  make  his  story 
sound  like  truth,  it  is  just  as  good  as  the  truth  as  far  as 
his  purposes  are  ccmoemed.  But  exposure  soon  and  certainly 
comes  and  that  brings  disaster.  Permanent  success  is  the  science 
— is  the  skill — of  being  believed  in  plus  the  real  merit  which 
makes  confidenoe  pamanent  Insurance,  casualty  insurance,  is 
always  on  trial.  Accident  and  health  insurance  are  peculiarly  on 
trial,  and  whether  or  not  we  stand  the  test  depends  upon  whether 
or  not  we  master  the  science  and  possess  the  merit  of  being  be- 
lieved in.  Our  generation  is  passing  away.  One  generation  dove- 
tails into  anotiier — merges  into  its  predecessor  and  into  its  succes- 
sor. We  are  passing  this  business  along  to  you  younger  men. 
Our  concern  until  we  drop  it,  and  your  concern  after  you  take  it 
tq>  is  to  hold  on  to  the  best  that  you  find  m  it,  to  eliminate  tiie 
worst  you  find  in  it,  to  improve  what  is  improvable  in  it,  and 
to  pass  it  down  to  the  man  who  comes  after  you  in  better  shape 
than  you  found  it  in.  Our  job  is  to  prove,  to  test,  all  things  in 
this  business.  Many  problems,  perplexing,  difficult,  calling  for. 
cooperation,  calling  for  the  very  best  sort  of  skill,  exercised  not 
independently  but  co-operatively;  but  it  is  a  business  that  is 
needed ;  it  is  a  business  of  immense  value ;  it  is  a  business  that 
will  be  permanent;  and  it  is  a  business  that  you  can  hold  if  in 
your  transaction  of  it  you  will  make  it  a  rule  to  prove  all  things 
and  to  hold  fast  only  that  which  is  good. 
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